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INTRODUCTION
The petitioner, the Utah Bankers Association (the "UBA"),
has filed this petition for judicial review of an order of the Utah
Commissioner

of

Financial

Institutions

(the

"Commissioner")

approving an application of Credit Union Service Centers of Utah,
Inc. (the "CUSC Applicant") to operate a "credit union service
center" in Utah (the "CUSC") on behalf of several Utah credit
unions.
The UBA objected to the CUSC application because it
expressly assumes and perpetuates a fundamental misapplication by
the Coinmissioner of the Utah statutes that limit geographically
defined "fields of membership" for Utah credit unions.

Those

statutes limit membership of certain Utah credit unions to the
residents of an area no more expansive than one county.

By

approving the CUSC application, the Commissioner improperly allowed
those credit unions to claim members from multiple counties.
The UBA also objected to the CUSC application because the
Commissioner failed to apply the statute that limits such centers
to providing services through "automated or electronic" means.

JURISDICTION
This Court has jurisdiction over this petition pursuant
to Utah Code Annotated §§63-46b-14, 16; and §78-2a-3.

•1-

STATEMENT OF THE ISSUES FOR JUDICIAL REVIEW AND
STANDARDS OF APPELLATE REVIEW
The

issues

for

judicial review

and

the

applicable

standards for review are as follows:
First Issue
The Department and Commissioners approval of the CUSC
application

violates

the

geographic

"field

of

membership"

limitations established by Utah statute. Utah Code Annotated §§79-3(5), -6, -11 and -16,
Standard of Review:
Correction of error standard,
§63-46b-16(4)(d)

("the

Utah Code Annotated

agency

has

interpreted or applied the law").

erroneously

Department of

Administrative Services v. Pub. Serv. Comm'n, 658
P.2d

601

(Utah

1983);

Bevans

v.

Industrial

Commission. 790 P.2d 573 (Utah App. 1989).

Second Issue
The Department and the Commissioner erroneously applied
the Utah statutory framework for credit unions and credit union
service organizations, specifically the Utah statute that limits
the services to be provided by the CUSC to those involving
"automated or electronic means." Utah Code Annotated §7-9-5(29).
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Standard of Review:
Correction of error standard.
§63-46b-16(4)(d)

("the

Utah Code Annotated

agency

has

interpreted or applied the law").

erroneously

Department of

Administrative Services v. Pub. Serv. Comm'n, 658
P.2d

601

(Utah

1983);

Bevans

v.

Industrial

Commission, 790 P.2d 573 (Utah App. 1989).

DETERMINATIVE STATUTES, RULES AND REGULATIONS
The determinative statutes are the following sections of
the Utah Code Annotated, copies of which are attached hereto as
Exhibit "A:"
Sections 7-9-3(5); 7-9-5(29); 7-9-6; 7-9-11; and 7-9-16

STATEMENT OF THE CASE
Nature of the Case
The UBA has petitioned
Commissioner's

order

granting

for judicial review

the

CUSC

application

establishment of a credit union service center.

of the
for

the

The UBA objected

to the application on the grounds that approval of the application
would violate the "limited field of membership" statutes governing
Utah credit unions and would violate the statute that permits the
limited establishment of credit union service centers.

-3-

Course of Proceedings and Disposition Below
The Department conducted an administrative hearing to
consider the CUSC application.

The notice of the hearing stated

that the hearing was to be conducted
Administrative Procedures Act.
seq.

pursuant

to the Utah

Utah Code Annotated §63-46b-1 et

At the hearing, the hearing officer declared the hearing to

be a "formal adjudicative proceeding" under that Act. Thereafter,
the Commissioner issued an order approving the CUSC Application.
The UBA filed this petition for judicial review.

By order of this

Court,

intervene

the

CUSC Applicant was permitted

to

as a

respondent.
Statement of Facts
Commissioner Proceeding
a. Approximately ten years ago, the Commissioner issued
a policy statement that purported to permit Utah credit unions to
claim "fields of membership" from more than one county even though
there is no "associational" basis for such memberships and even
though Utah statute limits a "geographic" basis for membership to
one county. The well known origin of this policy is a September 9,
1983 memorandum

from

David

Kwant

to

Elaine Weis,

a

former

commissioner of the Department.

A copy of that memorandum is

attached hereto as Exhibit "B."

[The Commissioner's record does

not include a copy of the Kwant memorandum; nonetheless it was a
fundamental assumption throughout the proceeding, which coincided
-4-

with state court

litigation discussed

below, that the Kwant

memorandum was the foundation of the "ten year" field of membership
policy to which the Commissioner's final order makes reference.
See R. 451]
b.

The CUSC application identifies fifteen (15) credit

unions as participants in the CUSC, with each such credit union
identified as a shareholder.
refer

to

the

credit

unions

[For clarification, this brief will
that

have

joined

the

CUSC

as

"participants," and will refer to the customers of each such credit
union as "members" or "its membership."] Included among those CUSC
participants are the following Utah state credit unions that
purport to claim geographic fields of membership covering multiple
counties:
1.

Cypress Credit Union (4 counties)

2.

Jordan Credit Union (14 counties)

3.

MetroWest Credit Union (5 counties)

4.

Salt Lake City Credit Union (6 counties)

5.

Granite Credit Union (all 29 counties)

6.

Transwest Credit Union (all 29 counties)

7.

Mountain America Credit Union (all 29 counties)

8.

Hercules Credit Union (all 29 counties)

These expanded fields of membership were claimed by amendment to
the bylaws in the years that followed the Department's conclusion
that the geographic limitations set forth in the enabling statute
-5-

for credit unions need not be followed.

[Again, the Commissioner's

written record does not include the actual listing of counties for
the foregoing credit unions, but all parties knew that the amended
bylaws on file with the Commissioner reflected the multi-county
fields of membership for these participants.]
c. The CUSC filed its application with the Commissioner
on June 25, 1993, requesting approval to operate a credit union
service center on behalf of certain credit unions, including those
listed previously with multi-county fields of memberships.
d.

(R. 1)

The CUSC is characterized as a separate office in

which members of the participating credit unions can enter and
complete financial transactions with the member's credit union.
Each such office is operated by tellers and other officers or
employees of the CUSC. Identification verification and the actual
transaction

is

confirmed

and

conducted

through

communications with the respective credit union.

on-line

The account

records at the credit union are immediately updated to reflect the
transaction.

The CUSC intends to perform on behalf of its

participants all of the services that any full service credit union
branch would perform.
e.

(R. 4-5, 204)

On September 3, 1993, the Department gave notice to

the UBA (and others) of an administrative hearing to consider the
Application.

The notice stated that the hearing was to be

-6-

conducted pursuant to the Utah Administrative Procedures Act, Utah
Code Annotated §63-46b-l et seq.
f.
Application.

The

UBA

filed

(R. 132)
an

objection

to

the

proposed

The objection reminded the Commissioner of the

geographic limitations set forth in the Utah statutes governing
credit unions. Utah credit unions that have geographical fields of
membership cannot claim fields of membership that extend beyond one
county.

See Utah Code Annotated §§7-9-3 (5), -6, -11 and -16. The

proposed CUSC application violated state law because it permits
credit unions to establish, claim

or solicit memberships in

violation of this geographic limitation. In addition to the field
of membership 1imitations, the parameters of the CUSC extended
beyond the parameters of the applicable Utah statute that permits
credit service system only to "allow the transfer, withdrawal, or
deposit of funds of credit unions or credit union members by
automated or electronic means . . . "
5(29) (emphasis added).

Utah Code Annotated §7-9-

(R. 138 and 399)

g. On October 20, 1993, the Department held a hearing to
consider the Application.

At the hearing, which was declared by

the presiding officer, Gary B. Doxey, Deputy Commissioner of
Financial Institutions, to be a formal adjudicative proceeding,
evidence was presented and arguments made by the CUSC and the UBA.
(R. 168)
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h.
Conclusions

On November 18, 1993, Mr. Doxey submitted Findings,
and

Recommendations,

together

with

a

Memorandum

Opinion, and on November 19, 1993, the Commissioner issued the
order approving the CUSC Application (the "Order") .
447).

(R. 43 3 and

A copy of the Order is attached hereto as Exhibit "C." The

Order does not require the CUSC operations to comply with the
geographic limitations on membership.

Instead, the Order only

affirmed, without analysis or statutory basis, the ongoing decision
of the Department to permit multi-county field of memberships. The
Commissioner claims in the Order that the "[f]ield of membership
. . . is not at issue in this application. The Department has had
a clear and consistent position on field of membership for ten
years." (R. 451)
i. The UBA filed this petition for judicial review, and
the CUSC Applicant has been permitted to intervene as a respondent.
Related State Court Case
The Court should be made aware of a related state court
proceeding before the Honorable Michael R. Murphy, Third District
Court for Salt Lake County.

Utah Bankers Association v. America

First Credit Union, et al. Civil No. 930904939.

On August 27,

1993, prior to the Commissioners notice of the hearing to consider
the CUSC application, the UBA filed a complaint in Third District
Court seeking certain declaratory relief and injunctive relief
against several Utah credit unions and the CUSC Applicant.
-8-

The

primary purpose of the complaint was to seek compliance with the
statutes that impose the "one county" limitation on credit union
memberships and to ensure that the CUSC application was consistent
with those statutes as well as the statute governing credit union
service centers.
Cross motions for summary judgment were submitted to and
argued before Judge Murphy in November, 1993. On March 17, 1994,
Judge Murphy issued a Memorandum Decision and Order.

In that

decision, Judge Murphy (1) noted the field of membership statutes
governing credit unions, (2) stated that no deference should be
given

to

the

Commissioner

in

interpreting

the

credit union

membership statutes, and (3) assumed that no other party would seek
compliance other than the UBA and its members.

Nonetheless, he

ruled (1) that the UBA did not have "standing" to seek compliance
with the credit unions' statutes, and (2) that the UBA was estopped
from seeking injunctive relief given the ten year policy of the
Commissioner.

However, Judge Murphy ruled that the estoppel

conclusion did not apply to the claims with respect to the CUSC
application.
Murphy.

The form of the final order is pending before Judge

The state court proceeding does not detract from the

judicial review in this Court.
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SUMMARY OF ARGUMENT
The UBA objects to the CUSC application because it
assumes and perpetuates a fundamental violation of the membership
statutes governing Utah credit unions.

The statutes state that

credit unions are required to designate a "limited

field of

membership. •• Each member of the credit union must be within that
field of membership.

A field of membership may have either an

associational basis or a geographic basis, and the applicable
statutes set out a specific framework for the two types of
memberships. An associational field may be, for example, a common
employer or occupation.

A geographic field includes members who

reside within an "identifiable neighborhood, community, rural
district, or county."

In other words, by statute, a credit union

with a geographic field of membership cannot have a field that
includes more than one county.

Despite the one county limit on

geographic fields of memberships, the Commissioner has permitted
credit unions to designate geographic fields of membership that
include several if not all counties.
The CUSC application, which contemplates a multi-county
network, and which already includes participants that claim state
wide memberships, was approved with the express statement that the
Commissioner's policy regarding state wide geographic fields of
membership

will

remain

unchanged,

thereby

permitting

the

establishment of branches in counties unrelated to the limited
-10-

field

of membership

and

the use

of

the

CUSC

for

unlawful

solicitations by individual credit unions of new members from
multiple counties.

ARGUMENT
I.

The CUSC Application Should Not Be Approved Because It
Does Not Reflect (1) the Geographic Constraints Placed By
Statute On Credit Union Membership and (2) the Statutory
Limitation on Credit Union Service Centers
A.

The Limited Field of Membership Statutes Restrict a
Geographic Field of Membership to One County

A Utah state credit union is described as "a cooperative,
non-profit association, incorporated under

[state statute] to

encourage thrift among it members, to create sources of credit at
fair and reasonable rates of interest, and to provide an opportunity for its members to use and control their resources on a
democratic basis in order to improve their economic and social
condition."

Utah Code Annotated §7-9-2.

The four provisions of the Utah credit union statute
regarding limited fields of membership that provide the legal basis
for the UBA's objection to the CUSC application consist of the
following:

1. A credit union is a Utah corporation formed with the
approval

of

the

Commissioner

by

lf

[t]en

or

more

incorporators belonging to the same group of 2 00 persons
-11-

or more having a limited field of membership." Id. §7-96(1) (emphasis added).

2.

The term "limited field of membership" means

"persons

belonging

to a group

or persons

designated as eligible for credit union membership who:
(a) have a similar interest, profession, occupation, or formal association with an identifiable
purpose;
(b)
reside within an identifiable neighborhood,
community, rural district, or county;
(c)

are employed by a common employer;

(d) are employed within a defined business district , industrial park or shopping center;
(e)

are employed by the credit union; or

(f) are members of the immediate family or persons
within the above groups.
Id. §7-9-3(5) (emphasis added).

3.

The bylaws of the credit union must identify "the

conditions of domicile or vocation which qualify persons
or co-operative societies for membership."
12(2) .

-12-

Id.

§7-9-

4. Membership in a Utah state credit union is limited to
"[a]ny person within the limited field of membership of
a credit union . . . .fl Id. §7-9-16(1).

The plain meaning of the foregoing statutes consists of the
following:
A.

Each credit union must establish a limited field of

membership.
B.

That limited field of membership can be based on

either an associational or geographic basis.
C. If geographic, the limited field of membership can be
a neighborhood, a community, a rural district or a
county.
D.

If the limited field of membership is geographic and

that geographic area is a county, the location of the
head office and branches are limited to that county and
the membership of the credit union is limited to those
persons initially residing within that county.
The UBA understands that if a credit union has a legitimate
associational field of membership, that membership may extend to
more than one county.

For example, an associational field of

membership based on a common employer may include residents of both
Salt Lake and Davis Counties if the employees reside in both
counties. The focus of the UBA's objection to the CUSC is that its

-13-

approval will permit credit unions with geographic fields of
membership to solicit memberships in multiple counties without any
legitimate associational justification.
The designation by the Commissioner of the CUSC as, in
effect, "branch offices" of each participant, does not negate the
legal error.

The focus of the UBA's objection is not whether a

credit union with a geographic field of membership can open branch
offices in more than one county; the focus is on the prohibition on
soliciting memberships among residents of more than one county,
which

prohibition

has

been

ignored

by

the

Commissioner

in

permitting many participants in the CUSC to claim state wide
memberships. The designation by the Commissioner that the service
center will be a "branch" of each participating credit union does
not permit

the Commissioner

memberships.

to allow multi-county

fields of

The branching statutes do not alter the geographic

limited field of membership statutes that limit membership to
residents of an area no more expansive than one county.
Of course, given the one county limitation, it would be
improper for the Commissioner to approve a branch office unless the
location of the branch had some relationship to the residency of
legitimate members.

A credit union with the most expansive, one

county field of membership, for example, the residents of Davis
County, could
County.

certainly have branch offices throughout Davis

And it may also be appropriate for that credit union to

-14-

have a branch in downtown Salt Lake City to provide services for
Davis County residents who work in Salt Lake City,

However, it

would be improper for the credit union to claim a branch office in
Utah County given the remote relationship between that county and
the Davis County field of membership.
Each rule of statutory construction compel the foregoing
interpretation of the field of membership statutes:
1. In interpreting a statute, the Utah Supreme Court has
stated that a courts primary responsibility is to give
effect to the intent of the legislature.

American Coal

Co. v. Sandstrom. 689 P.2d 1, 3 (Utah 1984).
2. Where the language of a statute is clear, legislative
intent is considered embodied wholly in the terms of the
statute.

Utah

courts have

consistently

held

that

,f

[w]here statutory language is plain and unambiguous,

[we] do not look beyond to divine legislative intent."
Allisen v. American Legion Post No. 134, 763 P.2d 806,
809 (Utah 1988); Bonham v. Morgan. 788 P.2d 497, 500
(Utah 1989); Brinkerhoff v. Forsvth. 779 P.2d 685, 686
(Utah 1989).
3.

Utah courts "are guided by the rule that a statute

should be construed according to its plain language."
Allisen. 763 P.2d at 809; Bonham, 788 P.2d at 500;
Brinkerhoff, 779 P. 2d at 686.

-15-

Further, " [unambiguous

language

in

the

statute

may

contradict its plain meaning."

not

be

interpreted

to

Bonham, 788 P.2d at 500;

Johnson v. State Retirement Bd. . 770 P.2d 93, 95 (Utah
1988); Hatton-Ward v. Salt Lake City Corp. , 828 P.2d
1071, 1072 (Utah Ct. App. 1992).
4.

The terms of the statute "should be interpreted in

accord with usually accepted meanings." Savage Indus, v.
State Tax Comm'n. 811 P.2d 664, 670 (Utah 1991); see also
P.I.E. Employees Federal Credit Union v. Bass, 759 P.2d
1144, 1151 (Utah 1988) ("'The best evidence of the true
intent and purpose of the Legislature . . . is the plain
language of the Act./ff (quoting Jensen v. Intermountain
Health Care, Inc.. 679 P.2d 903# 906 (Utah 1984))).
5.

A court should assume that each word was used

advisedly,

and

thus must

read

the

terms

provisions

literally, unless to do so would obtain an unreasonably
confused or inoperable result, or contradict the purpose
of the statute. Morton Int'l, Inc. v. Auditing Div., 814
P.2d 581, 590 (Utah 1991); Savage Indus., 811 P.2d at
670.
6.

The specific statutory language controls the general

language.

Southern Utah Wilderness Alliance v. Board of

State Lands and Forestry of the State of Utah, 830 P.2d
233, 235 (Utah 1992).

-16-

By application of the foregoing rules it is clear that if a credit
union/s limited field of membership is geographic, the geographic
area cannot be more expansive than one county, and the membership
of the credit union is limited to those persons within that county.
Therefore, the approval of the CUSC application should not be given
because it does not recognize the one county membership limitations
on geographic fields of memberships of the participating credit
unions.
The testimony at the CUSC hearing made it clear to the
Commissioner

that

the

participating

credit

unions

would

not

consider themselves bound by the limiting field of membership
statutes in soliciting new members.

For example, testimony was

given by Lynn Kuehne, the CUSC chief operating officer, to the
effect that a person could enter the CUSC offices and open an
account at any of the participating credit unions:
Mr. Pettey

[Assistant Attorney General]:

[C]ould a

person go into one of these service centers and open an
account with one of these credit unions?
Mr. Kuehne:

I'm going to answer that two ways.

The

simple answer is yes, they could, but we in this state
have determined in —

our policies indicate that that

won't happen in this state. . . .
Mr. Pettey:

So what you're saying is that the credit

union service centers of Utah, as their policy would be

-17-

a person could not go into one of your centers and open
an account?
Mr. Kuehne:

Yes.

And I want to differentiate between

what our policy is versus what we could practically do.
I would like you to take knowledge of that.
•

•

•

Hearing Officer: One last point I think was made clear.
I just wanted to make sure that I heard it correctly. On
solicitation

or potential

solicitation

of potential

membership at the service center, is there definitely
going to be no solicitation of members?

Is that what I

heard?
Mr. Kuehne: You heard that. And the only point I wanted
to make is that that is a policy that board of directors
has created.

Again for purposes of what we're trying to

accomplish here, I don't know that that's the broad scope
of what we would do in the future, but for now there's no
question about it.

There will be none.

Hearing Officer: All right. Thank you. I might just ask
Mr. Richards [the CUSC Applicant's attorney] if he might
in his argument try to clarify for me whether in the
future that is a possible under our existing laws.
(R. 62, 74)
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In short, credit union participants of the CUSC with multi-county
fields of membership claim the unlawful right to solicit members
through the CUSC regardless of the residency of the prospective
members.

Any decision not to solicit is viewed only as a

management decision not an issue governed by state law.

The

Commissioner committed legal error by not stating that solicitation
by each participating credit union through the CUSC must comply
with the "one county" field of membership statutes enacted by the
legislature.

B.

The CUSC Cannot Operate
Statutory Limitations on
Organizations

In Violation
Credit Union

of the
Service

A Utah statute recognizes the ability of credit unions to
establish a credit union service center but the statute establishes
a narrow purpose for such centers.

The statute provides that

credit unions (with Commissioner approval) may:
". . . (29) participate in systems which allow the
transfer, withdrawal, or deposit of funds of credit
unions or credit union members by automated or electronic
means and hold membership in entities established to
promote
and
effectuate
these
systems,
if the
participation is not inconsistent with the law and rules
of the department, and if any credit union participating
in any system notifies the department as provided by law.
Utah Code Annotated §7-9-5(29). The services that may be provided
by a credit union service organization are limited to providing
services among the participants through automated or electronic
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means and only if the participation is consistent with applicable
law.
This statute permitting such systems is unique to credit
unions and is the only statutory reference in the credit union
statutes that would justify a service center for credit unions.
And yet, the Commissioner conducted no analysis as to whether the
CUSC application was consistent with the terms of this enabling
statute.

The Commissioner committed legal error in failing to

apply the precise statutory standard for such an organization.
The terms of the enabling statute contemplate non-retail services
among the CUSC participants. That statute does not contemplate the
right of the CUSC participants to use, in effect, one another's
facilities as branches to solicit memberships, receive and pay
deposits or make loans except through automated or electronic
means.
In addition, the desire of the CUSC Applicant and the
participating credit unions to operate the service center as a
"full-service" shared branch of each of the credit unions is an
unlawful combination of a "branch" and a "consumer funds transfer
facility".
The statutory definitions of "branch" and "consumer funds
transfer facility" are harmonious, but were applied incorrectly by
the Commissioner.

A branch of a financial institution generally

may receive and pay deposits, other than as a consumer funds
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transfer facility.1

The definition of branch for a credit union

specifically is similar, without the reference to a consumer funds
transfer facility.2

A consumer funds transfer facility is either

an automated teller machine ("ATM") or a point-of-sale terminal
(MPOS terminal")3, and neither an ATM nor a P0S terminal can be
located

at

a

branch.4

Yet the CUSC

Applicant's

proposal

demonstrates the intent to have the service centers serve as both

1

Utah Code Annotated §7-1-103(4) states: "'Branch' means a
place of business of a financial institution, other than its home
office, at which deposits are received and paid. It does not
include a consumer funds transfer facility as defined in Section
7-16-2."
2

"(1) As used in this section, ^branch office' means an
office of the credit union where deposits are paid and received
other than the home office." Utah Code Annotated §7-9-47(1).
3

Utah Code Annotated §7-16-2(4).

4

"(1) xAutomated teller machine' means an unmanned, freestanding electronic information processing device, located
separate and apart from a financial institution's principal
office, branch, . . . ." Utah Code Annotated §7-16-2(1),
(emphasis supplied).
"(2) *Point-of-sale terminal' means a manned electronic
information processing device, other than a telephone, located at
the point of sale and separate and apart from a financial
institution's principal office, branch, . . . ." Utah Code
Annotated §7-16-2(2), (emphasis supplied).
These definitions do not imply that a lawfully
established branch cannot be assisted by electronic means, but do
underscore the legislative intent that true consumer funds
transfer facilities are separate from branches, contrary to the
proposal by the CUSC Applicant.
-21-

consumer funds transfer facility and as branches.5 Such intention
violates the applicable statutes that provide that such facilities
are mutually exclusive.
CONCLUSION
Based on the foregoing, the UBA requests an order denying
the CUSC application.
DATED this •*** day of April, 1994.
RAY, QUINNEY & NEBEKER

tf&L.
Don B. A l l e n
Herschel J. Saperstein
Kevin G. Glade
Attorneys for Petitioner

5

See the explanation of counsel Bruce L. Richards, where he
acknowledges that in order for the service center to be a joint
facility it must be "one or the other", a branch or a consumer
funds transfer facility. This emphasizes the inescapable
conclusion that it is patently illegal to establish service
centers that are both branches and consumer funds transfer
facilities. (R. 335).
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CREDIT UNIONS

7-9-3

7-9-2. Description of credit unions.
A credit union is a cooperative, non-profit association, incorporated under
this chapter to encourage thrift among its members, to create sources of credit
at fair and reasonable rates of interest, and to provide an opportunity for its
members to use and control their resources on a democratic basis in order to
improve their economic and social condition.
History: C. 1953, 7-9-2, enacted by L.
1981, ch. 16, § 10.
COLLATERAL REFERENCES
Am* Jur. 2d. —13 Am. Jur. 2d Building and
Loan Associations § 4.
C.J.S. — 12 C.J.S. Building and Loan Associations, Savings and Loan Associations, and
Credit Unions § 4.

7-9-3,

Key Numbers. — Building and Loan Associations «=> 1.

Definitions.

As used in this chapter:
(1) "Capital and surplus" means shares, deposits, reserves, and undivided earnings.
(2) "Corporate credit union" means any credit union organized pursuant to any state or federal act for the purpose of serving other credit
unions.
(3) "Deposits" means that portion of the capital paid into the credit
union by members on which a specified rate of interest will be paid.
(4) "Immediate family" means parents, spouse, surviving spouse, children, and siblings of the member.
(5) "Limited field of membership" means persons belonging to a group
or persons designated as eligible for credit union membership who:
(a) have a similar interest, profession, occupation, or formal association with an identifiable purpose;
(b) reside within an identifiable neighborhood, community, rural
district, or county;
(c) are employed by a common employer;
(d) are employed within a defined business district, industrial park
or shopping center;
(e) are employed by the credit union; or
(0 are members of the immediate family of persons within the
above groups.
(6) "Share drafts," "deposit drafts," and "transaction accounts" mean
accounts from which owners are permitted to make withdrawals by negotiable or transferable instruments or other orders for the purpose of making transfers to other persons or to the owner.
(7) "Shares" means that portion of the capital paid into the credit union
by members on which dividends may be paid.
History: C. 1953, 7-9-3, enacted by L.
1981, ch. 16, § 10; L. 1983, ch. 8, § 106.
Amendment Notes. — The 1983 amendment deleted definitions of "credit union,"

"commissioner/' "department," and "unimpaired capital"; substituted "accounts from
which owners are" for "paper which owners" in
the definition of "share drafts"; and changed
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the sequence and designation of the subsections.
COLLATERAL REFERENCES
Am. Jur. 2d. — 13 Am. Jur. 2d Building and
Loan Associations § 4.
C.J.S. — 12 C.J.S. Building and Loan Asso-

7-9-4,

ciations, Savings and Loan Associations, and
Credit Unions § 2.

Restrictions on use of "credit union" in names —
Violation as misdemeanor,

(1) No person, partnership, association, or corporation, except corporations
formed under this chapter, the Federal Credit Union Act, the Utah Credit
Union League, credit union chapters, and other associations affiliated with
the Utah Credit Union League and restricting its services primarily to credit
unions, may transact business under any name or title which contains the two
words "credit union," except as recommended in writing to the Division of
Corporations and Commercial Code by the Board of Credit Union Advisors.
(2) Any person, partnership, association, corporation, or other institution
using a name or title containing the words "credit union," except as authorized in this chapter, or under Subsection 7-1-701(8) is guilty of a class A
misdemeanor.
History: C. 1953, 7-9-4, enacted by L.
1981, ch. 16, § 10; L. 1983, ch. 8, § 107; 1984,
ch. 66, § 17.
Amendment Notes. — The 1983 amendment inserted "or under Subsection 7-1-701(8)"
in Subsection (2); changed the violation from a
class C to class A misdemeanor; and made a
minor change in phraseology.
The 1984 amendment substituted "Division
of Corporations and Commercial Code" for

"lieutenant governor" in Subsection (1); and
made minor changes in style.
Federal Credit Union Act. — The Federal
Credit Union Act, referred to in Subsection (1),
appears as 12 U.S.C. § 1751 et seq.
Cross-References. — Division of Corporations and Commercial Code, Chapter la of Titie 13.
Sentencing for misdemeanors, §§ 76-3-201,
76-3-204, 76-3-301.

COLLATERAL REFERENCES
Brigham Young Law Review. — Utah's
Business Name Statutes: "An Invitation to Litigation," 1983 B.Y.U. L. Rev. 795.

7-9-5.

P o w e r s of credit unions.

In addition to the powers specified elsewhere in this chapter, a credit union
may:
(1) make contracts;
(2) sue and be sued;
(3) acquire, lease, or hold fixed assets, including real property, furniture, fixtures, and equipment as the directors consider necessary or incidental to the operation and business of the credit union, but the value of
the real property may not exceed 7% of credit union assets, unless approved by the commissioner;
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Restrictions on use of "credit union" in names —
Violation a misdemeanor.

(1) No person, partnership, association, or corporation, except corporations
formed under this chapter, the Federal Credit Union Act, the Utah League of
Credit Unions, credit union chapters, and other associations affiliated with
the Utah League of Credit Unions and restricting its services primarily to
credit unions, may transact business under any name or title which contains
the two words "credit union," except as recommended in writing to the Division of Corporations and Commercial Code by the board of credit union advisors.
(2) Any person, partnership, association, corporation, or other institution
using a name or title containing the words "credit union," except as authorized in this chapter, or under Subsection 7-1-701(8) is guilty of a class B
misdemeanor.
History: C. 1953, 7-9-4, enacted by L.
1981, ch. 16, § 10; 1983, ch. 8, & 107; 1984,
ch. 66, § 17; 1989, ch. 267, ft 36; 1991, ch.
241, § 4.
Amendment Notes. — The 1989 amendment, effective May 1, 1989, in Subsection (1),

7-9-5.

substituted "Utah League of Credit Unions"
for "Utah Credit Union League" in two places.
The 1991 amendment, effective April 29,
1991, substituted "class B" for "class A" in
Subsection (2).

Powers of credit unions.

In addition to the powers specified elsewhere in this chapter, a credit union
may:
(1) make contracts;
(2) sue and be sued;
(3) acquire, lease, or hold fixed assets, including real property, furniture, fixtures, and equipment as the directors consider necessary or incidental to the operation and business of the credit union, but the value of
the real property may not exceed 7% of credit union assets, unless approved by the commissioner;
(4) pledge, hypothecate, sell, or otherwise dispose of real or personal
property, either in whole or in part, necessary or incidental to its operation;
172

(5) incur and pay necessary and incidental operating expenses;
(6) require an entrance or membership fee;
(7) receive the funds of its members in payment for shares, share certificates, deposits, deposit certificates, share drafts, NOW accounts, and
other instruments;
(8) allow withdrawal of shares and deposits, as requested by a member
orally to a third party with prior authorization in writing, including, but
not limited to, drafts drawn on the credit union for payment to the member or any third party, in accordance with the procedures established by
the board of directors, including, but not limited to, drafts, third-party
instruments, and other transaction instruments, as provided in the bylaws;
(9) charge fees for its services;
(10) extend credit to its members, at rates established by the board of
directors and establish indexes for variable rate loans based on the credit
union's cost of funds, rates paid on accounts, or other appropriate factors
they may determine;
(11) extend credit secured by real estate;
(12) make loan participation arrangements with other credit unions,
credit union organizations, or financial organizations in accordance with
written policies of the board of directors, if the credit union t h a t originates a loan for which participation arrangements are made retains an
interest of at least 10% of the loan;
(13) sell and pledge eligible obligations in accordance with written policies of the board of directors;
(14) engage in activities and programs of the federal government or
this state or any agency or political subdivision of the state, when approved by the board of directors and not inconsistent with this chapter;
(15) act as fiscal agent for and receive payments on shares and deposits
from the federal government, this state, or its agencies or political subdivisions not inconsistent with the laws of this state;
(16) borrow money and issue evidence of indebtedness for a loan or
loans for temporary purposes in the usual course of its operations;
(17) discount and sell notes and obligations;
(18) sell all or any portion of its assets to another credit union or purchase all or any portion of the assets of another credit union;
(19) invest funds as provided in this title and in its bylaws;
(20) maintain deposits in insured financial depository institutions as
provided in this title and in its bylaws;
(21) hold membership in corporate credit unions organized under this
chapter or under other state or federal statutes, and in associations and
organizations of credit unions;
(22) declare and pay dividends on shares, contract for and pay interest
on deposits, and pay refunds of interest on loans as provided in this title
and in its bylaws;
(23) collect, receive, and disburse funds *n connection with the sale of
negotiable or nonnegotiable instruments and for other purposes t h a t provide benefits or convenience to its members, as provided in this title and
in its bylaws;
(24) make donations for the members' welfare or for civic, charitable,
scientific, or educational purposes as authorized by the board of directors
or provided in its bylaws;
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(25) act as trustee of funds permitted by federal law to be deposited in a
credit union as a deferred compensation or tax deferred device, including,
but not limited to, individual retirement accounts as defined by Section
408, Internal Revenue Code;
(26) purchase reasonable disability insurance, including accidental
death benefits, for directors and committee members through insurance
companies licensed in this state as provided in its bylaws;
(27) provide reasonable protection through insurance or other means to
protect board members, committee members, and employees from liability arising out of consumer legislation such as, but not limited to, truthin-lending and equal credit laws and as provided in its bylaws;
(28) reimburse directors and committee members for reasonable and
necessary expenses incurred in the performance of their duties;
(29) participate in systems which allow the transfer, withdrawal, or
deposit of funds of credit unions or credit union members by automated or
electronic means and hold membership in entities established to promote
and effectuate these systems, if the participation is not inconsistent with
the law and rules of the department, and if any credit union participating
in any system notifies the department as provided by law;
(30) issue credit cards and debit cards to allow members to obtain access to their shares, deposits, and extensions of credit, if any such issuance is not inconsistent with the law and rules of the department;
(31) provide any act necessary to obtain and maintain membership in
the credit union;
(32) exercise incidental powers necessary to carry out the purpose for
which a credit union is organized;
(33) undertake other activities relating to its purpose as its bylaws
may provide;
(34) engage in other activities, exercise other powers, and enjoy other
rights, privileges, benefits, and immunities authorized by rules of the
commissioner; and
(35) act as trustee, custodian, or administrator for Keogh plans, individual retirement accounts, credit union employee pension plans, and
other employee benefit programs.
History: C. 1953, 7-9-5, enacted by L.
1981, ch. 16, § 10; 1983, ch. 8, § 108; i989,
ch. 267, 6 37.
Amendment Notes. — The 1989 amendment, effective May 1, 1989f combined the former first and second sentences of Subsections
(12) and (29) into one sentence, inserting "if;
deleted "and" from the end of Subsection (33)
and added "and" at the end of Subsection (34);

7-9-6-

inserted "engage in other activities" and substituted "authorized by rules of the commissioner" for "afforded by rules and regulations
of the commissioner pursuant to his authority
under this title" in Subsection (34); made
minor changes in phraseology in Subsections
(12), (14), (23), (29), and (30); and made a punctuation change in Subsection (35).

Formation of corporation to conduct credit union —
Approval of commissioner.

(1) Ten or more incorporators belonging to the same group of 200 persons or
more having a limited field of membership may, with the approval of the
commissioner, form a corporation to conduct a credit union under the provisions of this chapter and under the provisions of Title 16, Chapter 10a, Utah
Revised Business Corporation Act, and under the provisions of Title 7, Chap174

(25) act as trustee of funds permitted by federal law to be deposited in a
credit union as a deferred compensation or tax deferred device, including,
but not limited to, individual retirement accounts as defined by Section
408, Internal Revenue Code;
(26) purchase reasonable disability insurance, including accidental
death benefits, for directors and committee members through insurance
companies licensed in this state as provided in its bylaws;
(27) provide reasonable protection through insurance or other means to
protect board members, committee members, and employees from liability arising out of consumer legislation such as, but not limited to, truthin-lending and equal credit laws and as provided in its bylaws;
(28) reimburse directors and committee members for reasonable and
necessary expenses incurred in the performance of their duties;
(29) participate in systems which allow the transfer, withdrawal, or
deposit of funds of credit unions or credit union members by automated or
electronic means and hold membership in entities established to promote
and effectuate these systems, if the participation is not inconsistent with
the law and rules of the department, and if any credit union participating
in any system notifies the department as provided by law;
(30) issue credit cards and debit cards to allow members to obtain access to their shares, deposits, and extensions of credit, if any such issuance is not inconsistent with the law and rules of the department;
(31) provide any act necessary to obtain and maintain membership in
the credit union;
(32) exercise incidental powers necessary to carry out the purpose for
which a credit union is organized;
(33) undertake other activities relating to its purpose as its bylaws
may provide;
(34) engage in other activities, exercise other powers, and enjoy other
rights, privileges, benefits, and immunities authorized by rules of the
commissioner; and
(35) act as trustee, custodian, or administrator for Keogh plans, individual retirement accounts, credit union employee pension plans, and
other employee benefit programs.
History: C. 1953, 7-9-5, enacted by L.
1981, ch. 16, § 10; 1983, ch. 8, § 108; 1989,
ch. 267, § 37.
Amendment Notes. — The 1989 amendment, effective May 1, 1989, combined the former first and second sentences of Subsections
(12) and (29) into one sentence, inserting "if;
deleted and" from the end of Subsection (33)
and added "and" at the end of Subsection (34);

inserted "engage in other activities" and substituted "authorized by rules of the commissioner" for "afforded by rules and regulations
of the commissioner pursuant to his authority
this title" in Subsection (34); made
un(]er
m i n o r c n a n g e s in phraseology in Subsections
( m ( 1 4 } (23)f ( 2 9 ) a n d m ) . a n d m a d e a p u n c .
tuation change in Subsection (35).

7-9-6- Formation of corporation to conduct credit union —
Approval of commissioner.
(1) Ten or more incorporators belonging to the same group of 200 persons or
more having a limited field of membership may, with the approval of the
commissioner, form a corporation to conduct a credit union under the provisions of this chapter and under the provisions of Title 16, Chapter 10a, Utah
Revised Business Corporation Act, and under the provisions of Title 7, Chap174

ter 1. The provisions of this chapter take precedence over conflicting provisions of other state law governing the formation of the corporation and governing the duties and obligations of the corporation, and of its officers and
stockholders or shareholders.
(2) Except for regional and community groups, the commissioner may grant
the approval referenced in Subsection (1) when satisfied that the proposed
field of operation is favorable to the success of the credit union and that the
standing of the proposed membership will give assurance that its affairs will
be administered in accordance with this chapter.
(3) The commissioner may grant approval to financially viable applicants,
unless he finds that to do so would result in a substantial adverse financial
impact on an existing credit union having the same or substantially the same
limited field of membership.
History: C. 1953, 7-9-6, enacted by L.
1981, ch. 16, & 10; 1992 (3rd S.S.), ch. 6, § 4.
Amendment Notes. — The 1992 (3rd S.S.)
amendment, effective July 1. 1992, substituted
"Title 16, Chapter 10a, Utah Revised Business

7-9-20.

Corporation Act" for "the Utah Business Corporation Act" and 'Title 7, Chapter 1" for
"Chapter 1" in the first sentence of Subsection
(D

Board of directors — Election — Terms — Meetings
— P o w e r s a n d duties — Vacancies — Loan limitations — Supervisory committee — Credit committee — Officers — Policies — I n s u r a n c e .
COLLATERAL REFERENCES

Utah Law Review. — Recent Developments
in Utah Law — Legislative Enactments —
Corporations, 1988 Utah L Rev. 265

7-9-30.

Reserve r e q u i r e m e n t s — "Risk a s s e t s " defined.

(1) As used in this section, the words "risk assets" means all assets except
the following:
(a) cash on hand;
(b) deposits and shares in federal or state banks, savings and loan
associations, and credit unions;
(c) assets which are insured by any agency of the federal government,
the Federal National Mortgage Association, or the Government (National! Mortgage Association;
(d) loans to students insured under Title IV, Part B of the Higher
Education Act of 1965, 20 U.S.C. Sections 1071 et seq. or similar state
insurance programs;
(e) loans insured under Title 1 of the National Housing Act, 12 U.S.C.
Sections 1702 et seq. by the Federal Housing Administration;
(f) shares or deposits in corporate credit unions as provided in Section
7-9-44, or of any other state act, or of the Federal Credit Union Act;
(g) accrued interest on nonrisk investments; and
(h) loans fully guaranteed by shares or deposits.
(2) At the end of each accounting period, after payment of any interest
refunds, the credit union shall determine the gross income from member loans
175

—«*^ u i a u *p*±\j , ana maae minor cnanges ir\
phraseology and punctuation.
C r o s s - R e f e r e n c e s . — Division of Corporations and Commercial Code, Chapter la of Title 13.

corporations and Commercial Code in Subsection (1) for references to the lieutenant governor.
The 1984 (2nd S.S.) amendment, effective
J u l y 1, 1985, substituted "shall be determined

7-9-9. Amendment of articles of incorporation.
(1) The articles of incorporation m a y be amended a t meetings of the shareholders called for t h a t purpose.
(2) A notice of a meeting called for t h a t purpose shall be given by mailing a
copy thereof to each m e m b e r a t least 10 days prior to the date of the meeting
or by giving notice as provided by t h e articles of incorporation and the bylaws
of t h e credit union. Notice of m e e t i n g s shall contain the proposed amendment.
(3) A three-fourths vote of all m e m b e r s present shall be necessary to amend
the articles.
(4) No a m e n d m e n t shall be m a d e w i t h o u t the approval of the commissioner
H i s t o r y : C. 1953, 7-9-9, e n a c t e d
1981, c h . 16, § 10.

by

L.

7-9-10, Filing amendment.
The Division of Corporations a n d Commercial Code shall accept for filing an
a m e n d m e n t to the articles of incorporation if it finds t h a t the amendment
conforms to law and h a s been approved by the commissioner.
H i s t o r y : C. 1953, 7-9-10, e n a c t e d b y L.
1981, ch. 16, fc 10; L. 1984, c h . 66, § 19.
A m e n d m e n t N o t e s . — The 1984 amendment substituted references to the Division of
Corporations and Commercial Code for references to the lieutenant governor.

C r o s s - R e f e r e n c e s . — Division of Corporations and Commercial Code, Chapter l a of Titie 13.

7-9-11. Bylaws and amendments to be approvedCD No credit union shall receive p a y m e n t s on shares, deposits, or certificates, or make any loans or other transactions, until its bylaws have been
approved in writing by the commissioner.
(2) Amendments to its bylaws shall not become operative until the bylaws
have been approved by t h e commissioner.
H i s t o r y : C. 1953, 7-9-11, e n a c t e d b y L.
1981, c h . 16, fc 10.
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Members — Eligibility — Liability — Grounds for
closing account — Denial of membership.

(1) Any person within t h e limited field of membership of a credit union may
be admitted to m e m b e r s h i p , upon (a) payment of any required entrance or
membership fee, (b) p a y m e n t for one or more shares, and (c) compliance with
this chapter and t h e bylaws of t h e corporate credit union.
(2) Members of t h e credit union may not be held personally or individually
liable for p a y m e n t of t h e credit union's debts.
(3) The credit union m a y close t h e account of any member whose actions
have resulted in a n y financial loss to t h e credit union
(4) Denial of m e m b e r s h i p is not considered a denial of credit.
History: C. 1953, 7-9-16, e n a c t e d by L.
1981, ch. 16, § 10; L. 1983, c h . 8, § 109.
A m e n d m e n t Notes. — The 1983 amendment deleted "A credit union may not classify
members or otherwise restrict any member's

7-9-17.

rights, except" at the beginning of Subsection
(3), deleted "hereunder" after "membership" in
Subsection (4), and made minor changes in
phraseology

Membership officer — Appointment — Eligibility
— Function — Appeals from.

(1) One or more m e m b e r s h i p officers may be appointed by the board of
directors
(2) A membership officer may approve applications for membership under
conditions prescribed by t h e board of directors and the bylaws
(3) A membership officer shall be appointed from among the members of
the credit union.
(4) A president, vice president, or loan officer may not serve as a membership officer
(5) The membership officer authorized to approve membership shall submit
to the board of directors a t each monthly meeting a list of approved or pending
applications for m e m b e r s h i p received since the previous monthly meeting,
and other related information as the board or the bylaws may require.
(6) A person denied membership by a membership officer may appeal the
denial to the board of directors.
History: C. 1953, 7-9-17, e n a c t e d by L.
1981, ch. 16, § 10.

7-9-18-

Expulsion of member.

(1) The board of directors may expel from the credit union any member who
has not carried out his e n g a g e m e n t s with the credit union, or neglected or
refused to comply with the credit union board policies, provisions of this chapter, or of the credit union bylaws
(2) If the member whose expulsion is under consideration is a member oi
the board of directors or credit committee, the supervisory committee shall

EXHIBIT " B "

M EM

ORANDUM

TO: Elaine Weis
,
r
FRCM: David A. Kwant UZAX*
DATE: Sept. 9 , 1983
SUBJECT:

Overlapping f i e l d s of membership and bylaw amendments.

For the past several y e a r s , c r e d i t unions in general have had significant
growth not only from increased e x i s t i n g membership participation but also from
adding additional groups outside of t h e i r original f i e l d of membershi p. This
has included groups who were similar and .dissimilar to t h e i r original f i e l d of
membership. The extent of the .department1 s authority to r e s t r i c t fields of
membership as .defined" in 7-9-11 i s not stated. A review of current state law
governing c r e d i t unions indicates the following:
A.

Section 7-9-6 UCA indicates that the commissioner may approve new
c r e d i t union applications • unless t o .do so would have a
substantial adverse financial impact on an existing credit union
having the same or substantially the same limited f i e l d of
membership. Therefore, a new credit union may or may not overlap
an existing c r e d i t union .depending upon how the c r i t e r i a of 7-9-6
UCA were met.

B.

Bylaws, both o r i g i n a l and amendments there t o , are to be approved
by the commissioner ( 7 - 9 - 1 1 ) . There i s no provision in the law
.defining any basis on which a change in bylaws may be
.disapproved, other than a c o n f l i c t with or violation of law.

The state of Utah has one of the highest i f not the highest percentage of
population participation i n c r e d i t unions of any state i n the nation.
In
addition, a l l of the large employers i n the state are already sponsoring a
credit union l i m i t i n g the amount of growth or expansion that i s available i n
the employer related limited f i e l d of membershi p. Several credit unions have
expressed a.desire to include residence of areas .designated in 7-9-3(5) UCA i n
t h e i r f i e l d of membership.
Also, o f f i c i a l s
from employer groups have
expressed a.desire to be allowed to j o i n a credit union other than the one the
employer is currently sponsoring. Because of the continued requests by credit
unions to broaden t h e i r f i e l d of membership and the high percentage of credit
union participation by the c i t i z e n s of Utah, I would l i k e to make the
following recommendation regarding .department approval of requests to expand
f i e l d s of membership:
Document 0017U
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1.

Requests from employer groups for credit unions services from a
credit union other than the credit union currently being
sponsored by the employer be approved. (Credit union members
should be allowed to join that credit union which provides them
with the best service.)

2.

Requests from existing credit unions for residential areas as
stipulated by 7-5-3(5) UCA to be included in their field of
membership be approved. This would not preclude more than one
credit union from serving the same residential area.

Document 0017U

Approved this 9th day of September, 1983,

- 7 ^ % ^ ^ tfr&A
Jj?c<iS.
Elaine B. Weis, Commissioner
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BEFORE THE DEPARTMENT OF FINANCIAL INSTTTUTTONS
OF THE STATE OF UTAH
0000O0000

In Re: APPLICATION BY CREDIT
UNION SERVICE CENTERS OF
UTAH, INC. TO PROVIDE
SERVICE CENTERS FOR UTAH
CREDIT UNIONS

:
:
:
:
:

FINDINGS, CONCLUSIONS AND
ORDER CONDITIONALLY
APPROVING APPLICATION

0000O0000

FINDINGS AND CONCLUSIONS
1.
On June 25, 1993, Credit Union Service Centers of Utah, Inc. ("CUSC"), a
Utah corporation organized as a credit union service corporation, subject to the jurisdiction
of the Department of Financial Institutions ("Department") pursuant to 7-1-501(3) of the Utah
Code, filed an application with the Commissioner of Financial Institutions of the State of
Utah ("Commissioner") in accordance with Section 7-1-706 of the Utah Code, requesting
approval to operate service centers on behalf of certain Utah credit unions. The Department
accepted the application as complete on August 23, 1993.
2.
The Supervisor of Credit Unions reviewed the application and on August 24,
1993, submitted her findings and recommendation that the application be conditionally
approved. On October 20, 1993, the Deputy Commissioner of the Department, designated
by the Commissioner as a hearing officer, conducted an administrative hearing on the
application and submitted his findings and recommendations on November 18, 1993, that the
application be conditionally approved. The Supervisor of Credit Union's and the Deputy
Commissioner's findings are incorporated herein by reference.
3.
CUSC is a credit union service corporation owned by fifteen credit unions
including 12 state-chartered credit unions: Cyprus, MetroWest, Firefighters, Granite,
Transwest, Utah Central, Salt Lake City, Jordan, Deseret First, Mountain America,
ChevronWest, and Hercules; and three federally chartered credit unions: VAMCU, Smith's
Food & Drug, and Tooele Federal. These stockholder credit unions have provided the initial
capitalization of CUSC. Some of the capital will be used to meet the initial cash
requirements for operations and the purchase of the software and equipment.
4.
CUSC proposes to open and operate service center(s) for participating credit
unions. CUSC proposes to offer virtually all credit unions services to members of
participating credit unions on a shared cost basis.

5.
CUSC proposes to provide credit umon services to other credit unions'
members, not just those of CUSC shareholders. When CUSC initiates this expanded service,
each state chartered credit union considering investing in CUSC stock, or availing itself of
CUSC services must submit an application pursuant to Rule R337-4. The Department shall
evaluate the applicant credit union based upon R337-4 criteria and determine whether the
new credit union can safely and soundly make the investment and offer this service to its
members.
6.
CUSC proposes to participate in interstate consumer funds transfer network
that will enable it to service members of out-of-state credit unions in much the same way that
customers of financial institutions are now able to withdraw funds from out-of-state accounts
through automated teller machines. However, CUSC shall limit its activities to comply with
all applicable interstate restrictions.
7.
With this application, CUSC is not applying to open any particular location;
thus its current application is not a branch application, but an application for approval of the
service center concept.
8.
CUSC proposes to conduct operations in the following manner: A member of
a participating credit union would approach a service center teller by first swiping an
identification card through an electronic reader. The teller would then have access to the
account information of the member by means of an electronic data link directly to the
member's credit union. The member could then deposit, transfer, or withdraw funds as he
or she would do at the credit union. All teller transactions result in immediate updating of
balances at the member's credit union. The member may approach a loan officer and
complete a loan application, which would be transmitted back to the host credit union for
approval. The proceeds of the loan could be disbursed by the credit union at the service
center. With the identification card, the member may access an electronic bulletin board that
will provide deposit and loan rates along with other credit union messages for members.
9.
During the first year of operation, CUSC proposes to share the cost of
providing service center services upon a per member basis. Each stockholder credit union
will be charged a fee based upon the number of members within a certain geographic area in
the vicinity of the facility. After the first year, the costs will be based upon the number of
transactions performed for each credit union.
10.
CUSC proposes to install conventional automated teller machines as part of the
service center operations for 24 hour access.
11.
CUSC proposes that only its employees, not those of any participating credit
union, will operate the service center(s). CUSC employees will be trained to ass^t in all
transactions, but the actual fund transfers and decisions shall be made by the participating
credit union, not CUSC employees.
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12.
CUSC proposes that its employees will not, for the present, solicit credit union a
memberships at the service center(s).
13.
CUSC proposes that its employees will not reveal interest rates or other
proprietary information of a particular credit union, except to the members of that credit
union.
14.
CUSC will employ technology to keep accurate accounts and segregate records
for each participating credit union, including provisions for data back-up and system
restoration in the event of failure. CUSC shall obtain a yearly independent CPA audit.
Safeguards and internal controls will be in place to avoid defalcation of funds and other
problems. All appropriate physical security measures shall be taken to ensure physical safety
of funds and documents.
15.
Based upon representations of National Credit Union Administration
("NCUA") officials, all deposit transactions completed at CUSC service centers will be
insured by the NCUA.
16.
Since CUSC's proposal is a new concept in delivery of financial services in
Utah, CUSC's management and personnel shall seek expertise through consultation with
existing shared facilities in other states.
17.
If the Department determines that the investment in, or ownership of, CUSC is
detrimental to the safety and soundness of a participating state chartered credit union, the
credit union will be allowed or required to withdraw from participation in, or ownership of,
CUSC.
18.
Due to the uniqueness of the proposal and its significant public policy
implications, the Commissioner decided to hold an administrative hearing on the application
to hear public comment, and to allow CUSC and any objecting party a forum to provide
comments, prior to the Commissioner's ruling on the application.
19.
On August 27, 1993, the Utah Bankers Association ("UBA"), a Utah nonprofit
corporation that serves as a trade association for the banking industry in Utah, filed a
complaint in the Third Judicial District Court of Salt Lake County seeking injunctive and
declaratory relief. UBA named as defendants CUSC, 18 state-chartered credit unions, 12 of
which are shareholders of CUSC, and the Commissioner. UBA served the Commissioner
with its complaint on September 1, 1993.
20.
On September 3, 1993, the Department mailed notice of the administrative
hearing on the application to various trade representatives, federal regulators, and other
interested parties, including CUSC, UBA and their respective legal counsel. The Department
also published notice of the hearing in accordance with Subsection 7-1-706(4) of the Utah
Code in the Salt Lake Tribune and the Deseret News on September 8, 12 and 19, 1993.
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21.
On October 19, 1993, UBA submitted a Notice of Protest to the holding of the
administrative hearing and Comments in Opposition to the Application to Operate Service
Centers. UBA objected to the legality of the hearing on two grounds: first, that primary
jurisdiction to determine whether to approve the application had been removed to the district
court by the filing of UBA's lawsuit; and second, that the hearing was improperly noticed
and conducted under Title 63, Chapter 46b, Utah Administrative Procedures Act, rather than
under the applicable provisions of Title 7 and the Department's rules.
22.
The administrative hearing was held on October 20, 1993. The Hearing
Officer submitted his Findings, Conclusions and Recommendations and legal opinion on
November 18, 1993.
23.
The Commissioner, based upon the record before him, giving due
consideration to the entire application process, including the Credit Union Supervisor's
Findings and favorable recommendation, the administrative hearing officer's Findings and
favorable recommendation, and consultations with the Attorney General's Office, finds that:
A.
The Department has primary jurisdiction to determine whether to
approve CUSC's application.
B.
Pursuant to Section 7-1-303 of the Utah Code, the Department has
authority to authorize CUSC to own and operate shared service center(s) as a joint and
cooperative action of participating credit unions.
C.
Pursuant to Section 7-1-501 of the Utah Code, CUSC is a credit union
service corporation, subject to the jurisdiction of the Department, including examination and
supervision.
D.
The Department has discretion under Section 7-1-708 of the Utah Code
to approve or disapprove a new branch based on legal and practical considerations related to
the potential success of a branch.
E.
CUSC service center(s) are branches of each participating credit union,
not consumer funds transfer facilities, as defined in Section 7-16-2 of the Utah Code.
F.

CUSC service center(s) are only as geographically restricted as other

G.

The format and conduct of the administrative hearing were proper.

branches.

H.
Field of membership, the main legal issue in UBA's court case against
CUSC, is not at issue in this application. The Department has had a clear and consistent
position on field of membership for ten years.
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I.
UBA's objections go to the legality of CUSC and its proposed service
center(s), not its safety and soundness.
24.
Federally chartered credit unions are currently authorized by federal regulation
to participate in shared service centers of the type CUSC proposes. Three of CUSC's
shareholders are federal credit unions.
25.
CUSC has presented uncontroverted evidence that participation in service
centers will enhance the convenience and availability of credit union services to credit union
members. The reduction of costs through a cost sharing mechanism enhances the return to
credit union members and warrants an opportunity to develop this concept of service delivery
for Utah credit union members. The risks inherent in providing any new method of
delivering services are present, but is mitigated by the phased, step-by-step approach of
CUSC. In keeping with Utah's desire to be on the forefront of technology utilization,
service centers present an undeniable opportunity for all financial institutions. Credit union
service centers are in the best interest of the public.
ORDER
Based on the foregoing Findings and Conclusions, and pursuant to Section 7-1-706 of
the Utah Code, the Commissioner of Financial Institutions of the State of Utah approves the
application of Credit Union Service Centers of Utah, Inc. to operate service centers on behalf
of certain Utah credit unions, subject to the following conditions:
1.
CUSC, as a service corporation, is subject to the supervision and examination
of the Department. The Department shall have the authority to conduct examinations of each
service center. CUSC shall provide quarterly -financial statements to the Department, until
the Commissioner approves a different reporting requirement.
i
i

2.
CUSC shall obtain an annual audit of its financial statement by an independent
certified public accountant.
13.
Each state chartered credit union participating in CUSC's service center(s)
shall submit a branch application to the Department pursuant to Section 7-1-708 for approval
to participate at each and every service center location.
4.
Any state chartered credit union participating in a service center(s) that may
be the subject of a supervisory or regulatory action by the Commissioner for which it is
determined that participation in the service center(s) constitutes an unsafe or u^ound
practice, shall be allowed to withdraw from participation, pursuant to the submitted
Participation Agreement.
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5.
Any state chartered credit union that is a shareholder'of CUSC and may be the
subject of a supervisory or regulatory action by the Commissioner for which it is determined
that continued investment in CUSC constitutes an unsafe or unsound practice, shall be
allowed to sell its stock back to CUSC, an existing CUSC stockholder, or other person in
accordance with CUSC bylaws.
6.
Any state chartered credit union, not one of the original twelve listed in the
application, desiring to acquire CUSC stock must have the prior written approval of the
Commissioner as to the appropriateness of this investment for the credit union.
7.
CUSC and each state chartered credit union participating in the service
center(s) shall maintain adequate bond coverage.
8.
CUSC shall submit to the Department for approval all proposed changes to the
Bylaws, Management Services Agreement, Participation Agreement and Shareholder
Agreement.
9.

CUSC shall comply with all applicable interstate restrictions.

DATED this 19th day of November, 1993.

sp

G. Edward Leary
Commissioner of Financial Institutions
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